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Lila P. Munsey, upon being first duly sworn, hereby iiialtes oath that if the foregoing 
questions were propounded to lier at a lieariiig be€ore tlie Public Service Commission of 
ICentucky, she would give tlie answers recorded following each of said questions and that 
said answers are trite. 

Lila P: Muiisey 

Commoiiwealtli of Kentucky 1 

County of Franltliii ) 
) Case No. 20 1 1-0003 1 

Sworn before me and subscribed iii iiiy presence by Lila P. Mtmsey, this tlie 3 m .- day ofMay, 2011. 

My Coiiiinissioii Expires: 
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Item No. 11 
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UEST 

Refer to the Company's response to Item No. 1 of'tlie Commission's First Set of Data Requests. 
Please explain whether or not polymer, lime hydrate and steam expense are being recovered by 
Kentucky Power through the AEP Pool Capacity Charges approved in tlie 2009 Rate Case No. 
2009-00459. 

a. Please provide a brief narrative explaining how polymer is used in tlie einissioris 
control process. 

Polymer, lime hydrate, and steam expense are part of the fixed operating rate in the capacity 
charges. However, KPCo recovers these and other enviroi~~iieiital expenses though base rates 
only at tlie 9/30/09 test year level. This base amount is subtracted from the total monthly 
eiivironniental costs to determine whether the eiivironniental surcharge is a debit or credit to the 
bill. 

a. Polymer is used in the settling process after the absorption reaction occurs in the 
staclts. The polymer is added to the process to aid tlie solids in coagulation so that the 
centrifiiges can remove the solids and clear water can be sent back to the towers to 
have fiesh liine added to make tlie sl-urry. The polymer also works lo "lubricate" 
tlie walls of the centrifuge. This inakes it easier for tlie solids to traverse the walls 
and exit the ceiitrifiige to tlie cake conveyors and prevents the solids fi-om clumping 
together and clinging to the sides and walls, whicli can create operational issues 
for the centrifhge. 

WITNESS: Lila P Munsey 
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Commission Staff's 

Refer to the Company's response to Itein No. 4 of the Commission's First Set of Data Requests. 
Please explain the primary reason(s) for tlie large expense for einissioiis testing iiiaiiiteiiaiice for 
Big Saiidy in the October 20 10 expense month. 

The large inaiiiteiiaiice expense for October resulted froin labor aiid inaterial costs associated 
with the order of inagiiitude study coinpleted oii Big Saiidy Unit 1 by Sargeiit & Luiidy aiid 
shipping the SO3 soot blower to Republic Piieuinatics for repair. 

ITNESS: Lila P Murisey 
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Refer to tlie Company's respoiise to Item No. 7 of tlie Commission's First Set of Data Requests. 
Please provide the contract period for the contract with Solvay Clieiiiicals to provide Trona for 
Kentucky Power. 

The contract with Solvay Cheinicals is a blailltet contract that covers tlie entire AEP fleet. The 
coiitract coiixnenced on January 1, 2008 and will reinain in effect until December 3 1, 20 14. 

NESS: Lila P Muiisey 
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Refer to the Company's response to Item No. 8 of'tlie Commission's First Set of Data Requests. 
Please explain whether Keiitucky Power lias traditionally obtained its liiiiestoiie supplies froin 
Wyoming or if this is a new supplier due to ecoiioiiiic or other reasoiis. 

NSE 

The Conipaiiy does not receive liiiiestoiie supplies froiii Wyoiiiiiig as origiiially stated. The 
stateiiient to the contrary was inaccurate. ICeiitucky Power obtains liinestone froiii Hilltop Basic 
Resources, Iiic., Battletowii, Kentucky and Mulzer Crushed Stone, Iiic., Cape Sandy, Indiana. 

WITNESS: Lila P Muiisey 
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Refer to the Company's response to Iteiii No. 16 of the Commission's First Set of Data Requests. 
Please provide a corrected page 18 of 19 with the percentage for TJiicollectible ACCOLI~I~ 
Expenses listed as .22 aiid riot .0022 as originally filed. 

The requested documeiit is attached. 

IITWESS: Lila P Munsey 
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KSPC Case No. 201 1-00031 
Commission Staff 1st Set of Data Requests 
Order Dated February 28 201 1 
Item No 16 
Page l 8  Of ES FORM 3 15 

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT 
CLJKRENT PERIOD REVENUE REQUIREMENT 

BIG SANDY PLANT COST OF CAPITAL 

For llie Expense monk of XXXXXXXX XX, 2010 

$550,000,000 

Cap 
Structure 

50 859% 
0 000% 

3 821% 
45 319% 

100.000% 

WACC 
(Net of Tax) 

UACC =Weighted Average Cost of Capital 
?ate of Return on Common Equity per Case No 2009 - 00316 

3ross Revenue Conversion Factor (GRCF) Calculation: 
:ase No 2009 - 00316 dated - January 20.2010 

WERATING REVENUE 
JNCOLLECTIBLE ACCOUNTS EXPENSE (0 22%) 
(entucky Public Service Commission Assessment (0 15%) 

STATE TAXABLE PRODUCTION INCOME BEFORE 199 DEDUCTION 
STATE INCOME TAX EXPENSE, NET OF 199 DEDUCTION (SEE BELOW) 

:EDERAL TAXABLE PRODUCTION INCOME BEFORE 199 DEDUCTION 
199 DEDUCTION PHASE-IN 

:EDERAL TAXABLE PRODUCTION INCOME 
:EDERAL INCOME TAX EXPENSE AFTER 199 DEDUCTION (35%) 

4FTER-TAX PRODLJCTION INCOME 

;ROSS-LIP FACTOR FOR PRODUCTION INCOME: 
AFTER-TAX PRODUCTION INCOME 
199 DEDUCTION PHASE-IN 
UNCOLLECTIBLE ACCOUNTS EXPENSE 
Kentucky Public Service Commission Assessment (0 15%) 

rOTAL GROSS-LIP FACTOR FOR PRODUCTION INCOME (ROUNDED) 

3LENDED FEDERAL AND STATE TAX RATE: 
FEDERAL (LINE 8) 
STATE (LINE 4) 

3LENDED TAX RATE 

;ROSS REVENUE CONVERSION FACTOR (100 0000 I Line 14) 

jTATE INCOME TAX CALCULATION: 
PRE-TAX PRODUCTION INCOME 
COLLECTIBLE ACCOUNTS EXPENSE (022%) 
Kentucky Public Service Commission Assessment (0 15%) 

STATE TAXABLE PRODLJCTION INCOME BEFORE 199 DEDUCTION 
LESS: STATE 199 DEDUCTION 

STATE TAXABLE PRODUCTION INCOME BEFORE 199 DEDUCTION 
STATE INCOME TAX RATE 

STATE INCOME TAX EXPENSE (LINE 5 X LINE 6) 

3 304 
0 004 

0 059 
4 769 

8.119 

GRCF 

1.5764 

- 

100 0000 
0 2200 
0.1500 

99 6300 
5.6396 

93 9904 
5.6372 

88 3532 
30.9236 

57.4296 

-- 
= 

57 4296 
5 6372 
0 2200 
0.1500 

63.4368 

30 9236 
5.6396 

36.5632 

1.5764 

100 0000 
0 2200 
0.1500 

99 6300 
5.6372 

93 9928 
6.0000 

5.6396 - 
The WACC (PRE ~ TAX) value on Line 5 is to be recorded on ES FORM 3 10. Line 9” 
Weighted Average Cost of Captial Balances As of 4/3012010 based on Case No 2010-00318, dated January 24,201 1 


